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Interest, as a commercial payment, is, among other 
things, a commutation of profits and of rent; it is a 
means of securing the natural selection of the best 
employers. This also, then, like risk, is an important 
factor in commercial interest. But in economic 
theory ought we not to distinguish carefully between 
the strictly economic elements and the sociological 
elements, and recognize that there is in the payment 
of commercial interest a premium on risk, a commu- 
tation of profit or rent, which is made in the process 
of the natural selection of employers, and also — and 
Professor Hadley did recognize this in his paper — 
what he called "minimum" interest, and to which I 
think we should confine the term "interest" when 
used apart from modifying expressions, the payment 
that is made as the difference between present and 
future goods ? I think that in the analysis which 
has distinguished the values of present from the 
values of future goods we have made a great 
advance. 



The Scope of Political Economy. 



BY PROFESSOR S. N. PATTEN, OF THE UNIVERSITY OF PENNSYLVANIA. 



The scope of political economy has not received 
that attention it deserves because of the fact that it 
has always been discussed in connection with prob- 
lems relating to methodology. The limits of the 
science have been due to peculiar conditions arising 
in the past and should be treated as an historical 
rather than as a logical problem. With other his- 
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torical conditions the present limits accepted of the 
social sciences would not have been thought of. 

The scope which Adam Smith gave political econ- 
omy was broad, including problems of social progress 
as well as those of static society. The influence of 
the French Revolution on English, thinkers, however, 
caused them to separate these two parts of economic 
theory. In politics and in many social matters these 
thinkers were liberal, but the strong reaction against 
the outrages of the French Revolution caused their 
conservatism to show itself in economics. The 
theories of Malthus and Ricardo are mainly an ex- 
pression of the reactionary tendencies. On the other 
hand the liberal spirit showed itself most clearly in 
the utilitarianism of Bentham. The reforms in 
legislation and morals which he proposed were 
largely based upon economic considerations and 
formed a theory of social progress. Utilitarianism 
and economics thus became separated, and two 
sciences were created where there should have been 
only one. They differed not in the field they occu- 
pied nor in the method of procedure but in the unit 
of measurement. Utilitarianism measured subjec- 
tively in units of satisfaction what economics meas- 
ured objectively in units of material wealth. 

The recent development of economics has done 
much to break down the limits which have separated 
it from utilitarianism. The theory of marginal 
utility has accustomed economists to subjective 
measurements of wealth. Units of pleasure and 
pain have displaced units of material wealth and 
of a day's work. 

The scope of economics has also been enlarged by 
the development of a theory of the consumption of 
wealth, and thus problems of social progress are 
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made a part of economic theory. Material progress 
was measured by the increase in the quantity of 
wealth. The essence of social progress, however, 
is to raise the margin of consumption, to increase 
the utility of the goods we have, instead of striving 
for the mere increase in the quantity of goods each 
part of which would have a lower degree of utility. 

When these facts are clearly seen economics 
becomes the same as the science of utilities. Its 
theory has at its basis the calculus of pleasures and 
pains upon which Bentham based his system. But 
the change affects utilitarianism as deeply as it has 
economics. It shows that a conscious calculation of 
pleasures and pains is confined to positive utilities. 
They alone can be added and subtracted. The 
absolute utilities are out of its realm and belong to 
the true field of ethics. 

In this way utilitarianism which began as an 
abstract theory of utilities has become more con- 
crete, and economics which began as a concrete 
theory of material wealth has lost most of its concrete 
forms and has become a theory of insatiable wants. 
The two sciences, therefore, which were separated 
artificially by past conditions became identical in 
scope and method and should be merged into one' 
science. 

The Genesis of Capital. 

BY PROFESSOR JOHN B. CLARKi OF AMHEKST COLLEGE. 



A recent Austrian theory makes interest to be 
a premium on goods for present consumption, as 
compared with goods of like kind and quantity for 
future consumption. This view cannot be valid 



